House Commerce and Energy Committee 02/24/2012

87" Legislative Session — 2012

Committee: House Commerce and Energy Friday, February 24, 2012

P - Present
E - Excused
A - Absent

Roll Call

Fargen
Greenfield
Hawley

Hubbel

Jensen

Jones

Kirschman
Miller

Novstrup (David)
Scott

Willadsen
Conzet, Vice-Chair
Solum, Chair

TV TUVTUVTTUVTTUTTUTUTUTTUTUTUTTTO

OTHERS PRESENT: See Origina Minutes

The meeting was called to order by Chairman Solum.

MOTION: TO APPROVE THE MINUTES OF WEDNESDAY, FEBRUARY 22, 2012
Action: Was not acted on.

SB 145: prohibit rebates and regulate contracts for residential roofing goods and
services.

Presented by: Representative Mark Kirkeby

Proponents.  Dick Tieszen, State Farm Insurance
Rich Prieb, State Farm Insurance
Mike Shaw, Property Casualty Insurance Association of America
Dennis Duncan, SD Insurance Alliance

../02241000.HCO Page 1



House Commerce and Energy Committee 02/24/2012

MOTION:
Moved by:
Second by:
Action:

Voting Yes:

MOTION:
Moved by:

Second by:
Action:

Presented by:
Proponents:

MOTION:
Moved by:
Second by:
Action:

Voting Yes:

MOTION:
Moved by:

Second by:
Action:

Presented by:

DO PASS SB 145

Willadsen

Kirschman

Prevailed by roll call vote. (13-0-0-0)

Fargen, Greenfield, Hawley, Hubbel, Jensen, Jones, Kirschman, Miller, Novstrup
(David), Scott, Willadsen, Conzet, Solum

PLACE SB 145 ON CONSENT CALENDAR
Jensen
Conzet

Prevailed by voice vote.

SB 158: create an exception to the loan or credit limitations of state chartered banks.

Representative Tad Perry

Curt Everson, SD Bankers Association

Karl Adam, Self, Pierre

Bret Afdahl, SD Division of Banking(Neither a proponent or an opppnent)
DO PASS SB 158

Conzet

Novstrup (David)

Prevailed by roll call vote. (13-0-0-0)

Fargen, Greenfield, Hawley, Hubbel, Jensen, Jones, Kirschman, Miller, Novstrup
(David), Scott, Willadsen, Conzet, Solum

PLACE SB 158 ON CONSENT CALENDAR
Kirschman
Conzet

Prevailed by voice vote.

SB 170: provide for the enhancement of economic development in South Dakota.

Steve Willard, SD Electric Utilities
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Proponents.  Kevin Koubal, Otter Tail Power Company
David Owen, SD Chamber of Commerce and Industry
Bob O’ Connell, Sioux Falls Area Chamber of Commerce
Julie Johnson, Absolutely Aberdeen
Pam Bonrud, North Western Energy
Geoff Simon, MDU Resources
Deb Mortenson, Associated General Contractors of SD
Bill Van Camp, Nextera Energy Resources
Brett Koenecke, Iberdrola Renewables
Representative Val Rausch
Representative Steve Street
Opponents:  Senator Jason Frerichs
Representative Bernie Hunhoff
Representative David Sigdestad
Mark Anderson, State Federation of Labor AFL-CIO, SD

MOTION: AMEND SB 170
170fe

On the Senate State Affairs Committee engrossed bill, delete everything after the enacting
clause and insert:

" Section 1. That chapter 6 of the 2011 Session Laws be repeal ed.

Section 2. That chapter 10-45B be amended by adding thereto a NEW SECTION to read as
follows:

Any wind energy facility which installs wind turbines and operates the turbines to create
electrical energy iseligible for arebate of the sales and use taxes and contractors' excise taxes paid
onthe project. Thewind energy facility iseligiblefor therebateif the project hasaconstruction date
onor after January 1, 2013, and thetotal project costs exceedsfifty million dollars. For project costs
incurred and paid after January 1, 2013, inclusive, the amount of the rebate for the wind energy
facility shall be determined by multiplying the nameplate capacity, in megawatts, of the installed
turbines by forty-five thousand dollars. Therebate is payable when construction is complete and the
sales and use taxes and contractors' excise taxes have been paid in full.

Section 3. That chapter 10-45B be amended by adding thereto a NEW SECTION to read as
follows:

Any new business facility that is an environmental upgrade to an existing electric generation
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facility is eligible for arebate of the sales and use taxes and contractors' excise taxes paid on the
project. The new business facility is eligible for the rebate if the project has a construction date on
or after January 1, 2013, and the total project costs exceeds fifty million dollars. For project costs
incurred and paid after January 1, 2013, inclusive, the amount of the rebate for an environmental
upgrade shall be fifty percent of the total sales and use taxes and contractors' excise taxes paid. The
rebate is payable when construction is complete and the sales and use taxes and contractors' excise
taxes have been paid in full.

Section 4. That subdivision (6) of § 10-45B-1 be amended to read as follows:

(6) "Power generation facility," afacility with one power unit that generates electricity with
anameplate capacity of no less than five three hundred megawatts,

Section 5. That § 1-16G-1.2 be amended to read as follows:

1-16G-1.2. The Board of Economic Development may take title by foreclosure to any property
given as security if the acquisition is necessary to protect any economic development grant or loan
or any business incentive grant made tireler pursuant to the provisions of this chapter, and may sell,
transfer, or convey any such property to any responsible buyer. Any sale of property herednder
pursuant to the provisions of this chapter shall be performed in acommercially reasonable manner.
If the sale, transfer, or conveyance cannot be effected with reasonable promptness, the board may,
in order to prevent financial loss and sustain employment, lease the property to aresponsible tenant
or tenants.

All sale proceeds or lease payments received by the board pursuant to this section shall be
deposited in the fund from which the original grant or loan was made.

Section 6. That § 1-16G-8 be amended to read as follows:

1-16G-8. The Board of Economic Development shall promul gate rules pursuant to chapter 1-26

concerning the following:

(1) Theexisting barriers to economic growth and development in the state;

(2) Developing investment in research and development in high technology industries;

(3 Thesubmission of business plans prior to the approval of economic development grants
or loansor businessincentivegrants. Businessplansshall includethe productsor services
to be offered by the applicant, job descriptions with attendant salary or wage information
by job category, educational requirements by job category, methods of accounting,
financing other than that provided by the economic development grant or loan or a
business incentive grant, and marketing, sales, merchandising, and other disciplines
proposed to be used for business growth and expansion;

(4) The cooperation between agencies of state government and applicant businesses for
nonfinancial servicesincluding loan packaging, marketing assi stance, research assistance,
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and assistance with finding solutions for complying with environmental, energy, health,
safety, and other federal, state, and local laws and regulations;

(5) Regular performance monitoring and reporting systems for participating businesses to
assure compliance with their business plans-and, terms of repayment of an economic
development |oan and compliance with terms of an economic development grant or a
business incentive grant;

(6) Establish eigibility criteriafor grants and loans;

(7)  Establish application proceduresfor grants and loans, including a requirement that grant
and loan applications be signed under penalty of perjury;

(8) Establish criteriato determine which applicants will receive grants or loans,

(99 Governthe use of proceeds of grants and loans;

(10) Establish criteriafor the terms and conditions upon which loans shall be made, including
matching requirements, interest rates, repayment terms, and the terms of security given
to secure such loans; and

(11) Establishcriteriafor thetermsand conditionsupon which grantsshall be made, including
permitted uses, performance criteria, and matching requirements;,_and

(12) Edtablish criteria for the terms and conditions upon which grants shall be repaid for
noncompliance with the terms and conditions upon which the grant was made.

Section 7. That § 1-16G-16.1 be amended to read as follows:

1-16G-16.1. The Board of Economic Devel opment may usetherevol ving economic devel opment
and initiative fund for the purpose of paying taxes and liens and for the procuring of legal services
and other services necessary to protect, recover, maintain, and liquidate the assets of the revolving
economic development and initiative fund and the businessincentive grant fund. Such costs may be
incurred and paid up to ten percent of the loan or grant balance with amajority vote of the board of
economic development. Costsin excess of ten percent shall be approved by atwo-thirds vote of the
board. Such services are not subject to state bid laws so long as such services are procured in a
commercially acceptable manner.

Section 8. That chapter 1-16G be amended by adding thereto a NEW SECTION to read as
follows:

Terms used in sections 8 to 13, inclusive, of this Act mean:

(1) "Large-scaleproject,” aproject with atotal project cost exceeding five million dollars;

(2) "Project cost," the amount paid in money, credits, property, or other money's worth for a
project.

Section 9. That chapter 1-16G be amended by adding thereto a NEW SECTION to read as
follows:

For the purposes of sections 8 to 13, inclusive, of this Act, the term, project, means a new
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building or structure or the expansion of an existing building or structure, the construction of which
is subject to the contractors' excise tax imposed by chapters 10-46A or 10-46B. A project includes
laboratory and testing facilities, manufacturing facilities, power generation facilities, power
transmission facilities, agricultural processing facilities, and wind energy facilities. A project does
not include any building or structure:
(1)  Used predominantly for the sale of products at retail, other than the sale of electricity at
retail, to individual consumers;
(2)  Used predominantly for residential housing or transient lodging;
(3 Used predominantly to provide health care services;
(4)  Constructed for raising or feeding of livestock; or
(5) Thatisnot subject to ad valorem real property taxation or equivalent taxes measured by
gross receipts.

Section 10. That chapter 1-16G be amended by adding thereto a NEW SECTION to read as
follows:

Thereisestablished in the state treasury afund to be known as the businessincentive grant fund
for the purpose of making grants for large-scale project development. All money in the business
incentive grant fund is hereby continuously appropriated for the purpose of making business
incentive grants as provided in this chapter. Any repayment of grants from the business incentive
grant fund and any interest thereon shall be receipted into the business incentive grant fund.

Section 11. That chapter 1-16G be amended by adding thereto a NEW SECTION to read as
follows:

The Board of Economic Development may make business incentive grants from the business
incentive grant fund for the purpose of promoting large-scal e project devel opment in South Dakota.

Section 12. That chapter 1-16G be amended by adding thereto a NEW SECTION to read as
follows:

The Board of Economic Development may accept and expend for the purposes of sections 10
and 11 of thisAct, any funds obtained from federal sources, gifts, contributions, or any sourceif such
acceptance and expenditure is approved in accordance with § 4-8B-10.

Section 13. That chapter 1-16G be amended by adding thereto a NEW SECTION to read as
follows:

There is hereby continuously appropriated to the business incentive grant fund the amount of
eighteen percent of all deposits into the general fund of the contractors excise tax imposed by
chapter 10-46A and the alternate contractors' excisetax imposed by chapter 10-46B. Transfersfrom
the general fund to the business incentive grant fund pursuant to this provision shall be made on a
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monthly basis by the Bureau of Finance and Management.

Section 14. The provisions of section 13 of this Act are effective on January 1, 2013."

Moved by:
Second by:
Action:

Voting Yes:

Voting No:

MOTION:

Greenfield
Hawley
Prevailed by roll call vote. (10-3-0-0)

Greenfield, Hawley, Hubbel, Jensen, Miller, Novstrup (David), Scott, Willadsen,
Conzet, Solum

Fargen, Jones, Kirschman
AMEND TITLE OF SB 170

170fte

On page 1, line 1 of the Senate State Affairs Committee engrossed bill, del ete everything after
"to" andinsert " repeal thelarge project devel opment fund and the appropriation therefor, to provide
tax rebatesfor certain energy projects, to establish and providefor the administration of the business
incentive grant fund, and to make an appropriation for the business incentive grant fund.”.

On page 1, deleteline 2.

Moved by:
Second by:
Action:

MOTION:
Moved by:
Second by:
Action:

MOTION:
Moved by:

Second by:
Action:

Greenfield
Novstrup (David)
Prevailed by voice vote.

DO PASSSB 170 ASAMENDED

Willadsen
Greenfield
Was not acted on.

SUBSTITUTE MOTION DEFER SB 170 TO THE 41°" LEGISLATIVE DAY
Fargen

Kirschman
Failed by roll call vote. (10-3-0-0)

../02241000.HCO Page 7



House Commerce and Energy Committee 02/24/2012

Voting Yes: Greenfield, Hawley, Hubbel, Jensen, Miller, Novstrup (David), Scott, Willadsen,
Conzet, Solum

VotingNo:  Fargen, Jones, Kirschman

THE MOTION TO DO PASS SB 170 ASAMENDED

Moved by:  Willadsen

Second by:  Greenfield

Action: PREVAILED BY ROLL CALL VOTE. (10-3-0-0)

Voting Yes. Greenfield, Hawley, Hubbel, Jensen, Miller, Novstrup (David), Scott, Willadsen,
Conzet, Solum

Voting No:  Fargen, Jones, Kirschman
MOTION: ADJOURN
Moved by:  Greenfield

Second by:  Willadsen
Action: Prevailed by voice vote.

Diane Mellan
Committee Secretary Roger D. Solum, Chair
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